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outhern Pacific ic Company and Consolidated Subsidiary Comp 
Unauited : 


‘Three Months Ended Juné'30 : 
983 9820.0: : 1983 


‘Six Months Ended June'30 


1982. tb) 


(in millions, except per share amounts) © 


Operating reveriues os ee fe e eae 
$597.6 > $631.00 27 : $1;154:2 
16.3.0 ieee Ae & a2 2816 


281 23. : ey 7 he 


Real estate and natural resources . : 18.8 : fe : 13849 


QUARTERLY REPORT > 


“To the Stockholders 


and Employees of Southern Pacific: 


During the second quarter of 1983 we com- 
pleted the sale of Southern Pacific Company's - 
communications subsidiaries, Southerti Pacific 
Communications Company and Southern Pa- 
cific Satellite Company, to GTE Corporation. 
‘The Company realized a gain on the sale of 
the communications subsidiaries of $329.4 mil- 


communications] businesses w was $ 740.5, million 
before expenses of the sale. ‘Long-term debt of ; 


$318 million owed by the communications com: 


panies Was removed from our balarice sheet: 
The transaction increased Southern Pacific 
Company's cash assets and reduced consoli. 
dated long-term debt significantly. We have: 
vested the cash proceeds in short-term instru- 


ments while we evaluate our investment options. 


We have studies under. way at present to deter- 


otal 7) aes : 660.8 697. cone 1,273.4: 


Operating expenses: : 2 : : Q : 
“Railroad: ‘ Res ees 579.0 © 617: : ‘1,156.8 
‘Trucking ee : oA : : BB 0087: 34.9 
Pipeline wel is ‘ “13:7 7 are me 2B 


Real estate and natural resources d i x ; 3 ‘ 16.8 


pe Total lass : 675.3 | : 1,236.1 
neome f; i Opefations : ‘ : : 


Equity in carnings of:unconsolidated companies: >. Panes LG yay 
-Other income": a Sas 7 

eM i ellancous rentals © 

Gains from sales of Property 

Interest” 


Other non- operating i income expense) — net 


Ancome from continuing operations heforei income taxes 
income taxes ~ ¢ 
Current occ) 
“Deferred 


“Total 


Income from ‘continuing operations’ 


“Discontinued operations 
"Income from:commiinications operations: inet 
Gain (loss) on jsalesenel : : 


ions operations. 


650. 


lion, or $5.84 a share. The sales price for.the mine the most attractive and profitable ways to 


Lumber and plywood products showéd a'22 percent traffic gaint on Southern Pacific ae lines in the 
second quarter of 1983, compared to the same period last year : 


Notes to Statements of Consolidated Income (Unaudited). 
{a) Reclassified to present the communications group as a discontinued operation'as a “ares of the'sale of 


Southern Pacific Communications Company and Southern Pacific Satellite compan to. 2.GTE Corporation on. 


June 15,1983. 


(b) Restated for a change i in method of accounting for: railroad track structure. thsi the. Retitement: : 
-Replacetnent-Betterment method to depreciation accounting. The change was made retroactively (p f 
“suant to Financial Accounting Stendards ‘Na: By. and had the following effécton income from continuing 
Operations: ‘4 a 

Three Months HESS: Six Month : 

“Ended June 30: “Ended June 30 


dnccease! if income from fontinaing 
-“-operations {in millions}: 


” Per share 


“(dy Re: ated fo ‘t6-for-o “One. stock distribution on n Jun 


ness on Mays 31; 1983 


1983 1982 02 1 9BB 1982: 


apply these funds to maxi 
shareholders: Z 

)- Overall, Southern: Pacific Company had se 
ond quarter net income (unaudited); includin, 


- the gain from thé sale of the communications’: 


subsidiaties, of $391.2 million, or.$6.93 a’share, 
compared with $30.7 million, or $.55 a share, 
for the period last year. 

Prior period results have been restal edto. : 
eliminate operating data‘of the communications 
segment; now reported under the. caption “Dis- 
coritinued Operations,” and to reflecta change - 
in accounting for railroad track stricture from 
the Retirement-Replacement-Betterment 
method to depreciation accounting. Prior pe- 
riod per share data has been restated to reflect: 
the effect of the two-for-one common’stock dis- “-" 
tribution on Juhe'30, 1983, to holders of record 
at-the-close of business ‘May 31, 1983. 

Income from ‘continuing operations in the 


«second quarter was $31:3 million, or'$.55 a 


share; compared with'$29-4 mmillion;.or $: 53a 
Share, for the 1982 period.‘The change in‘ac- 
counting for railroad track structure increased 
1983 incomé from ‘continuing operations by 
$11.3 million, or.$.20 a share,‘and in ‘the re- 


“stated second quarter. of 1982 by $6.4 million, 


or $.11 ashare. ‘ 
Net income for the 1983 first half, including 
the gain on the'sale of cominunications sub- 


“sidiaries, was'$414.7 million;‘or'$7.35 a share, 


compared with $48.5 million, or $:87.a'share, 
for the first six months‘a-year.ago. 

Six-month income from continuing oper- 
ations was $20.0 million; or $:35 a shate,-con- 
trasted with $42.4 million, or:$.76 a'share, for 
the 1982 first half. The change in. accounting for 


:railroad track structure increased:1983 income 


from continuing operations by $16.4 million, or .:: 

$:29.ashare, and in the restated, 1982 first half 

by $22.1 million; or $:39 ashare: : 
“Operating revenues for the second quarter 

totalled $660-8 million, compared with $697.4: : 

million for the ‘period last year. 


quae of.1983;reporting perating 
“: $18.6 million; contrasted with $ 

‘the period in'1982.-The chang! 
“for. railroad track structuri added'$21: 


structure reduced the 1983 first quarter oper-. 
ating loss by $10.0 million and increased 1982... 
-restated first quarter operating income by 
$29.4 million. : 
‘During the quarter, improved traffi fic enabled 
-SP-to take some of its locomotive and railcar. 
‘fleet out of storage, where it had been assigned 
‘to await the economic turnaround: Lumber and 
plywood products, up 22 percent,Jéd the com- 
moditiés experiencing gains in the period over 
the quarter Jast year; chemicals traffic was ahead 
9 percent; and continued growth was reported 
“i intermodal movements, -up 16 percent. Total 
catloadings were down approximately 6 percent 
for the quarter and about 9 percent for-the first 
half of 1983, compared Wi with the same periods a 
year ago.’ é 
A unique, new.train is now running on the 
SP line between Houston and Dallas. Called the 
Texas Overnight:-Piggyback Express, it-uses only 
one locomotive, has just 15 flatcars for hauling 
intermodal trailers and containers, and is oper- 
cated by a two-person crew. This fast, efficient 

operation makes SP competitive with truck 
‘services and prices between the two major 
“Texas cities: 

‘Land and natural resources subsidiaries had 
operating income of $10.2 million in the second 
quarter, conipared with $3.4 million for the 
period in 1982. Higher real estate sales and 
greater timber activity primarily produced the 
increase..Lumber production is at its highest. 
tevel in several years, although prices ‘have 
leveled off. Ifinterest rates remain stable.or 

‘decline, the recovery of the forestindustry.is 
“expected to continue along ‘with an improved 
housing market: y 
~-SP's trucking unit, the PMT System, con 
© “tinued to reduce its losses, ‘reporting an oper- 
- cating deficit of $:8 million,-contrasted with an 


.” “operating loss of $3.6 million for thé 1982 


second quarter. The improvement came from: ’ 
increased movements of new automobiles and’ 
effects of previously implemented cost controls. 
‘Petroleum and coal slurry pipeline units con- 
tributed $14:4 million in operating income for 


sthesecond quarter, compared with $8.8 million <- 
“forthe period a year.ago. Volume jwas up 8 per- 
cent over.the:1982 quarter for the petroleum 
lines, and operating costs-were reduced in‘the 
period this year by the ‘availa jity-of hydro- 
-electric power: : 
“enconsolidated : bs 


prit 
* -ingurance; financial, and printing services of. 
Ticor, and leasing and related ‘operations of: 
Bankers Leasing and Financial Corporati 
eported second quarter: equity. earnings ‘of: 


Ticor's consolidated pre-tax quarterly.in: 


_.come totalled $10.4 million, contrasted with © : 


$2:8 million forthe second quarter last year.” 


’ During the second quarter of each of.1983 and 


1982, Ticor’s Constellation Reinsurance Com- * 
pany ‘entered into stop Joss reinsurance treaties 
for certait casualty business. Claims loss re- 
serves no longer required were restored to in- 
come: The claims reserve adjustments, net of 
the cost of the stop loss policies, were approxi- 
mately $4.7. million'in.1983 and $3.8 million in 
1982, Ticor’s.1983 results reflect increased real 


estate activity and the effects of cost reduction: 


programs: 

Bankers Leasing-had second quarter pre-tax 
income of $3.7 million, compared with'$6,7 mil- 
lion (including $2.3 million proceeds from the 
sale of federal income tax benefits) for the’ 


‘‘period in 1982: 


Other income for the quarter was $18.9 mil-” 
lion, compared with $42.0 million for the quar- 
ter last-year. Lower gains on property sales and 
lower proceeds from the sales of federal income 
tax benefits contributed to 1983's decline. Inter- 


est expense in the second quarter of 1983 com- :’ 


pared to 1982 also declined due to lower interest 
yates and a lower level of outstanding debt. 

The Conipany has initiated a corporate ad- 
vertising campaign, which has begun with ads in 
major national magazinés and newspapers, as - 


-well as daily papers in our railroad service terri- 


tory.“A television commercial will appear this 
fall. The goal of this campaign is to make the: 


-communities arid markets we serve more aware 


of the vitality and diversity. of SP's businesses: 
- Southern Pacific also has become an official 
corporate sponsor of the 1984 Olympic Games 


‘to’be held in Los Angeles. We are proud to give 


our support to the Games, which do so much 
to instill national pride and the spirit of 


competition. 
‘Of July 21; 1983, the Board of Directors de- 


‘elaved a per share dividend of 37'4’cénts,-pay- 


able on Septembér.19,:1983, to stockholders of 
record on ‘August.23, 1983::The dividend com-:: 
ares to 32%: cents per share paid for the Period 
st year.” 
Southern Pacific ‘Company i is full sieparel 


“for increased business as the economy.con- 


dinues toimprove,:and we. look forward to the 


pportunities of the economic turnaround as wer 


enter. the second half of 1983. 


“COVER 


‘velopment Company, 


pages 10 and 11. 


‘At Southern Pacific, 
we're planning a city’: 
inside everyone’s fav b : 1 
vite city.” This headline j | 
appeared over the 23. : 4 ea 
cover picture recently -. HENS 
in national business ©. 
magazines and major 
newspapers,-in one of 
the series of new SP 
corporate advertise- 
ments It shows Will 
‘Daiwkins, Mission Bay”. a } 
‘project manager for : 
Southern Pacific De: 


standing before the 
San Francisco skyline 
with a model of SP’s 
proposed Mission Bay 
development..An , 
article on this is on 


Every evening at 6, Southern Pacific’s Blue 
Streak Merchandise, for 50 years a “hot shot” 
train with a top reputation among shippers and 
one of America’s fastest transcontinental 
freights, pulls out of the East St. Louis yard of 
SP's Cotton Belt subsidiary, just across the Mis- 
sissippi River from downtown St. Louis and the 
Gateway Arch. It’s on the way to Los Angeles, 
2,068 miles away, with time-sensitive cargo. It 
stops along the way to add cars, change crews, 
refue] and make necessary safety inspections, 
but never for more than a very few minutes. 

While the Blue Streak has an old name, it 
has a new route—almost 400 miles shorter. As 
a result of trackage rights won by Southern 
Pacific and Cotton Belt in the Union Pacific- 
Western Pacific-Missouri Pacific merger, since 
early in 1983 SP trains can run directly west 
from St. Louis to Kansas City. 

Photographer Chuck Fox followed the BSM 
west one recent week, and his pictures chart the 
progress of an important team effort by SP peo- 
ple. At right, the BSM, loaded with intermodal 
containers and trailers, is made up on a Tuesday 
afternoon in East St. Louis, Below, it pulls out 
over the Mississippi River bridge. 


FAST FREIGHT 
FROM ST. LOUIS 


In the early hours of Wednesday morning, 
the Blue Streak Merchandise rolled into Kansas 
City, where Engineer Dean Meskimen (left) was 
waiting to take it west. The BSM’s new route 
takes it across Missouri, Kansas, the Oklahoma 
and Texas panhandles and New Mexico and 
through E] Paso on its fast schedule to Los An- 
geles. From Kansas City west, this is the historic 
Golden State Route. SP purchased the line east 
of Tucumcari, N.M., from the bankrupt Rock Is- 
land in 1980 and has since rehabilitated it, ata 
cost of $100 million, to fast train standards. 

On the opposite page, Dispatcher Bill Min- 
nick lines up the BSM’s progress on the Kansas 
City Centralized Traffic Control board; SP in- 
stalled the $7 million CTC system in Kansas to 
expedite service and add capacity to the single- 
track line. Also underway are $13 million in im- 
provements to the Armourdale freight classi- 
fication yard at Kansas City, where prefabricated 
track panels are being set in place. 

On Wednesday, the BSM sprints across the 
fertile Kansas plains, with grain elevators 
frequently appearing on the landscape along 
the tracks, 


Crew changes only take seconds as the Blue 
Streak Merchandise highballs west. At Pratt, 
Kansas, brakeman C.E. Kizzire (left) climbs on 
the head end of the train and Conductor C.D. 
Pike (above) catches the caboose as it rolls by. 
Then the BSM continues its dash through 
Meade (above) and Liberal, Kansas; Guymon, 
Okla., and Dathart, Texas. 

Wednesday night, the train rolls through 
New Mexico and El Paso. Dawn on Thursday 
brings out the desert colors on the route as the 
BSM crosses from New Mexico into Arizona 
(bottom left on opposite page), while Engineer 
Joe Douegan (talking on the cab radio, top) 
takes the controls between Lordsburg, N.M., 
and Tucson, Ariz. As the summer day picks up 
heat, Engineer Marciano Duran has the throttle 
from Yuma, Ariz., to West Colton, Calif. 

Late on Thursday afternoon, one hour and 
five minutes ahead of schedule, the Blue Streak 
Merchandise pulls into Southern Pacific’s Los 
Angeles Transportation Center. Within minutes, 
the piggyback containers and trailers are being 
unloaded and are on their way to receivers. 
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MISSION BAY: 


DRAMATIC NEW CITY 
WITHIN A CITy 


Above: Robert E. Brewer, 
executive vice president of 
Southern Pacific Development 
Company, explains plans for 
the underutilized, 195-acre 
Mission Bay site just a mile 
south of San Francisco's 
downtown Financial District. 


Left: One of many public meet- 
ings which Southern Pacific 
and its Mission Bay architects 
and planners held to gather 
ideas and opinions from San 
Francisco neighborhood 
groups, public agencies and 
planning officials. Five series 
of public workshops have been 
held or are planned. 


“Not far from Nob Hill, Chinatown and Union Square, there’s a part 
of San Francisco that tourists seldom see. It’s almost 200 acres of 
railroad yards just a mile south of the thriving Financial District. 

“Pans call for this vast open area to be transformed into Mission 
Bay, a dramatic city within a city. Clustered around Mission Bay's 
lagoon and canals will be a balanced mixture of residential and light 
industrial buildings, shops, offices, and community facilities, parks 
and open spaces. 

“Unlike most projects of this kind, Mission Bay won’t be 
financed by public agencies. Southern Pacific will be the primary 
developer of Mission Bay, and it will be one of the largest develop- 
ments ever undertaken by private industry and private capital. 

“It will also be one of the most sensitive to the concerns of the 
city around it, because Southern Pacific is finding out what kind 
of community the people of San Francisco would like to have at 
Mission Bay while the project is stilt in the planning stage. We've 
gathered ideas and opinions in a series of workshops with 
neighborhood groups, public agencies and city officials . . .” 

So begins the latest in Southern Pacific’s series of corporate 
magazine and newspaper advertisements. For more than a century, 
Southern Pacific has played a pivotal role in the development of the 
West and Southwest. In recent years, its major urban real estate 
projects have included One Market Plaza in San Francisco, the 
Pacific Design Center in Los Angeles and the International 
Rivercenter in New Orleans. But dwarfing any previous projects will 
be Mission Bay, on 195 acres of SP property— originally acquired in 
the 1860s and formerly used for industrial and warehouse purposes, 
besides the rait yards. 

To help create the plan for an exciting and architecturally 
harmonious complex, SP has retained the award-winning architects 
1. M, Pei & Partners and urban planners Wallace, Roberts and 
Todd, along with a team of other specialized consultants. 

With a three-dimensional working mode! to illustrate the initial 
proposed land uses and urban design elements for the project 
(shown on the front cover}, Southern Pacific Development Company 
and its planning team in late April presented the initial master plan 
concept to the San Francisco Planning Commission, launching the 
formal review and approval process. 

The master plan now shows an imaginative mixed-use develop- 
ment in a water-oriented setting, enriched by 40 new acres of parks, 
plazas, lagoons, canals, marinas and nature areas, There will be 
more than 50 acres devoted to residential use; 39 acres for office 
and retail space and a hotel; 33 acres for research & development 
and other “clean industry” uses, and 32 acres for streets, sidewalks 
and other public rights-of-way. 

“You could calt this a ‘refined preferred plan,” said Robert E. 
Brewer, executive vice president of Southern Pacific Development 
Company. “We expect comments, and we anticipate changes. But 
now the planning can get more fine-edged and precise.” 


— 


— 


a ears | 


Few cities in America ever have had such an opportunity, so late 
in their development, to replace a major and underutilized portion 
of the city with a project of this magnitude, Brewer added. “This is, 
in fact, the largest private development of its kind ever proposed in 
the United States.” 

The current plan would include between 7,000 and 7,260 
housing units in the Mission Bay community, ranging from 650-sq. 
ft. studios to 1,800-sq. ft. town homes with three bedrooms, in 
low-rise, mid-rise, and tower structures. 

The residential areas border an 8-acre central park and “town 
center” plaza. Ringing the park is a 5'4-acre scenic and recreational 
canal connecting with a Mission Creek lagoon enlarged from its 
present size by 11 acres. On its north end, the central park 
culminates in a hemispheric pool introducing a hotel. The hotel, 
along with a residential element, is set on a shopping-entertainment 
esplanade at the edge of the lagoon. 

West of the marina area on the lagoon, Mission Creek’s shores 
will expand into another park. This park, comprising 16 acres, is 
designed on its east side for a nature area and on the west portion 
for active recreation. 

Within the residential blocks are mini-parks and plazas, many 
elevated above enclosed parking. Residential forms tend to be 
low-rise at street fronts, with a variation of housing types rising 
behind on parking structures and creating a hilly neighborhood 
feeling similar to many San Francisco districts. 

Prime and secondary office space with retail facilities will total 
about 1] million square feet and be located mostly in the north and 
northeast sectors of the site. Research and development buildings 
will buffer the residential area at the east from activities of the Port 
of San Francisco along the bay and at the west from the 1-280 
freeway. 

“Without the office development, however, we couldn't afford the 
residential housing being contemplated,” Brewer commented. “The 
costs of infrastructure we must provide and the costs of foundation 
work for all construction necessitate a strong office element if the 
project is to minimize housing costs and still yield a fair return for 
the immense investment.” 

It’s estimated that the Mission Bay project will take from 15 to 20 
years and could cost as much as $4 billion to complete, and that at 
least $100 million will need to be invested in infrastructure: streets, 
utilities, canals, recreational and open space amenities. The 
majority of costs will be financed through outside sources. 

Retained on the site will be the commuter train station at 
Fourth and Townsend, and the project is planned to accommodate 
proposed Municipal Railway electric train lines and other public 
transportation. 

The project when completed is estimated to produce 58,000 
jobs, over $54 million a year in tax revenues to the City of San 
Francisco, and an annual payroll of $600 million. Some 15,000 to 
20,000 people will live at Mission Bay, and many will walk to work. 


Above: Architect’s conception 
of how the residential area 
along one of Mission Bay’s 
canals might look. 


Below: Checking details on 
the Mission Bay model are 
(left to right) James I. Freed, a 
partner of 1. M. Pei; New York 
architect; Jack Sidener, senior 
associate partner in Wallace, 
Roberts and Todd, Philadel- 
phia urban planners, and Wil- 
liam A. Finsterbusch, vice 
president and general man- 
ager of Southern Pacific 
Development Company. 
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BEN, ADMIasioy 


elcomes stockholder. 
“Frieda Heuberg of New 
“York to the 1983 Annual 
‘Meeting of Stockholders. 


“Stockholder John L. Engel: 


:(eft), of Long Island, New 
- York; discusses the forth: - 
:coming meeting with Alan. 


“em Pacific Company. 


"LK. McNear, Chairman, 
(Southern Pacific Trans- 


“ portation Company (left), °°. : 
=. eonfers with recently-elected : 


“Director Paul L- Davies, Jn 
“All 16 members of the new 


“Board of Directors attended 


“the stockholders’ meeting. 


Furth, Harold J.Haynes; Ellison 


To the Stockho ders of. Southern Pacific ‘Company: 


“The Annual Meeting of Stockholders was held on Thursday, May 


19,1983, at 4 East 61st Street, New York, NY-Mr: Benjamin F. 


“-Biaggini; Chairman _ Chie! Executive Officer of the Company, 


presided, 
There were 22; 099; 578 shares of the Company's capital stock, 


78.34% of the total outstanding, represented by proxy.or in person : 
atthe meéeting.”; 
i -“Blection of Directors 
C. Furth, President of South-; The following nominees were elected to serve as ‘Directors of the 
© Company until the next Annual Meeting of Stockholders: Stephen 


D: Bechtel; Jr; Benjamin F. Biaggini; Paul L. Davies, Jr, Alan C. 

lazard, Edmund W. Little- 

field, Denman K.:McNear, Arjay Miller, Richard K. Miller, Michael 

A’ Morphy, Henry'T. Mudd, George B. Munroe, Jack S. Parker, 
iciliano, and Kathryn’D. Wriston. 


Board of Directors’:Proposals 


- Management introduced the resolution set forth in the proxy state- 


ment to ratify and approve the action of the Board of Directors in - 


-employing Price Waterhouse as independent public accountants 
to audit the books,:records and accounts of the Company and its 


subsidiaries for the year 1983. The resolution was adopted, with 
22,022,344 shares’ voting “For” and 36,253 shares (held by 304 
stockholders) voting “Against.” Shares represented by abstention 


-votes,'in forms of proxies returned by stockholders, were 40,931 
: held by 420 stockholders): 


No other resolutions were presented for action at the meeting. 
Management Comments 


Chairman Biaggini welcomed the stockholders and commented 


‘on changes on the Board of Directors. “Thomas Mellon Evans,” he 
said, “does not stand for re-election today as he has reached the 
retirement age for directors maridated by the Company's by-laws. 


Tom has served on the Board since 1969 and during the interven- 


ing years the Company. and its management have been the bené- 
ficiaties of his wise advice and counsél: At all times he championed 


“the interests of the stockholders and gave generously of his consid- 


erable financial knowledge.” 
“Mr. Biaggini also introduced two new meinbers of the Board 
: Paul L: Davies, Jr., ‘a partner i in the San Fran- 
isco law firm of Pillsbui “Madison &Sutro'anda director of 


“Kathryn D2Wriston; of, New York City, a director of several 


national Corporat id member of the New York State Bar, 


Mr. Biaggini reported that Southern Pacific employees now 
comprise the largest identifiable group of stockholders in the 
Company, holding about 6% of the stock: “They have invest 
only their time and skills, ‘but also their savings in the Comp: 
he noted. 

By whatever standards, 1982 was not a good; year, Mr Biaggini- 
declared, “but we at Southern Pacific can feel that we weathered 


the economic storms and uncertainties of that year.in good shape. ~ 


Itwas a tough year for the nation as a whole.” In'1982,-he'said, the 
national index of industrial production fell by 8.2%, while auto 
production fell 15.3%: Housing units completed fell 21% to 


1,005,500 units, the smallest figure for the last 30 years. Corporate” 


profits fell 25%, and companies with rail subsidiary operations, |” 
such as Southern Pacific, experienced earnings changes ranging 
from plus 4% to minus 65%, The average was minus 23% and 
Southern Pacific's earnings declined 28% from 167.7 million i in 
1981 to $120.1 million in 1982. 

“On the other hand, 1983 looks better. The signs we see around 
us—reduced inflation and interest rates, stabilizing employment, 


increased automobile production and housing starts—indicate ..":” 


that there are better times ahead.” 

The most significant event of the past year for. Southern 
Pacific, Mr. Biaggini said, was the agreement to sell Southern 
Pacific Communications Company and Southern Pacific Satellite 
Company to GTE Corporation (see the Quarterly Report on page 3). 
“Your Company moved quickly to take advantage of changes in.” 
national communications policy in the late *60s and early ’70s. 
The building of a transcontinental communications network in just 
about a decade is a feat of engineering, coristruction and operation 
of which Southern Pacific people and shareholders alike can be 
proud. Communications policy is still changing, ‘and 1am confi- 


dent that history will show, in a relatively short time, that the com- » 


munications sale at this price and at this time was agood move for 
Southern Pacific and its shareholders. 4 

“The proceeds from the sale represent a substantial sum of. 
money and provide the Company with an assured source of cash | 
flow for years to come as we put that money to work. We have 
studies under way at present to determine the most attractive and 
profitable ways to apply these funds: We can think about reduction 
in debt, investment in other parts of the business, or potential 


acquisitions: Whatever we do will benefit from thé strategic plans 


that we have been formulating for the past few years and which 
have as their primary objectivés fortifying the Company’sstrengths 
and eliminating its weaknesses.” 

“Throughout the recession, Southern Pacific has concentrated. 
on improving the position of its transportation companies, Mt. Bi 


“-) -aggini continued. It is no secret that the railroad is ‘severely im- 


‘pacted by the so-called Mop-Up merger of Union Pacific; Missouri 
Pacific and Western ‘Pacific, ‘and by the closing 6f. two General’ 


“Rocco C.Siciliano, Chair. 


man and Chief Executive 
‘Officer, ‘Ticor, exchanges 
ews with two New York 


™ stockholders.’ 


O..G. Linde (second from 

left), President, Southern 
Pacific Land Company, uses . 
amodel to explain the Mis- 
sion Bay Project in San Fran- 
cisco to Directors George B. 
‘Munroe (far left), Henry T: 


Mudd and Arjay Miller. 


Both Director Kathryn D. 
Wriston and Jack P Ed- 
wards, Senior Vice President 


»—Marketing and Sales of 


Southern Pacific Trans- 
portation Company, as- 

sumed their Southern Pacific .. 
responsibilities in early 1983 
‘and both were attending 

their first Annual Meeting in 

an official capacity. 


‘Stockholder H. Frederick 
Gerlach of Manasquan, NJ, 
asks about dividends. 


Director Edmund W. Little- 
field gives Chairman 
Biaggini his tull attention. 


Director Ellison L. Hazard 
enjoys coffee and conversa- 
tion with stockholders prior 
to the meeting. 


Director Harold J. Haynes, 
with President Furth, 
warmly greets R. V. Rodino 
of Southern Pacific's New 
York offices. 


Motors’ vehicle assembly plants in California. “Our people are 
responding to these challenges by making our operations more 
efficient and streamlined. We have completed the rehabilitation of 
the Tucumcari to Kansas City line, and since January, 1983, have 
been operating between Kansas City and St. Louis using the track- 
age rights acquired in the merger case.” (See pages 5-9.) 

Southern Pacific is now able to move quickly to change prices 
and services in response to customer needs, as a result of partial 
railroad deregulation, the stockholders were told, and itis leading 


‘the field in making contracts with shippers for transportation ser- 


vices on awide variety of terms and conditions not possible before. 

‘Mr. Biaggini reported that the Interstate Commerce Commis- 
sion has mandated that all railroads adopt depreciation accounting 
in lieu of betterment accounting for the track structure for ICC 
reporting purposes. “We will report to the public on the same 
basis,” he said. “I must caution you that this accounting change 
will increase reported earnings but will not increase cash flow. The 
estimated increase in reported earnings for Southern Pacific Com- 
pany for the year 1983 will be about $1.25 to $1.40 per share. On 
the other hand, the rail and cross tie programs will be removed 
from the financial influence of the monthly operating budgets. The 
result will be that track improvement work can be programmed in 
an orderly and efficient manner. We have already taken advantage 
of this accounting change and have negotiated contracts, in to- 
day's depressed steel markets, for 900 track miles of new rail to be 
delivered and laid during the next three years.” (See page 23. ) 

Discussing Southern Pacific’s diversified operations, Mr. 
aggini commented that real estate and natural resource activities 
—which had solid earnings of $79 million before taxes in 1982, 
despite the recession—present many opportunities for investment 
and future expansion. The Mission Bay Project in San Francisco 
{see pages 10-11), now in the final study stages, will dwarf Southern 
Pacific’s previous real estate projects. Another good example is the 
new Pacific Gateway office building in San Francisco, which is un- 
der-contract to be sold this summer; the net return to Southern 
Pacific after recovery of all of its investment and expenses will be 
about $24 million. 

On the natural resources side, Southern Pacific continues 
major programs of timber harvesting, agricultural leasing, and 
exploration and leasing of lands for oil, gas, energy and hard 
minerals production. 

‘Mr Biaggini also commended the steady performances of the 
Southern ‘Pacific pipeline and Bankers Leasing groups, which in- 
creased earnings before taxes in 1982 to $41.8 million and Sal. 4 
million; respective 


cogs acnanenent eR aOO NRG 


“The title insurance operations of Ticor reflect the s same com- 


mercial real estate and housing weaknesses that’ impacted railroad :~ 


operations last year. Ticor. Management is diligently engaged ina 
reorganization of its marketing activities and this, Mr. Biaggini 
said, along with the anticipated recovery in housing starts and real 
estate sales, should produce i improvement this year. - 

“Sn closing, I must express to you the confidence that I feel for 
the future of Southern Pacific,” he said. “As we approach’ mid- 
1983, Southern Pacific is a leaner and stronger company than it 
was before. Today, you have had an opportunity to see and talk: - 
with members of the Southern Pacific management team: They ~ 
bring to the business the wisdom and talent that you, the owners, 
have every right to expect. Their talents, along with our emphasis 
on strategic planning and our determination to achieve excellence 
in all of our fields of endeavor, give me that confidence.” 


Stockholders Questions : 
A summary of questions and answers which seemed to be of 
general interest to ail stockholders follows: .. 

Mr.‘H.-Frederick Gerlach asked if consideration might be given 
to increasing the dividend and splitting the stock. Mr. Biaggini 
replied that the directors of the Company would be convening after 
adjournment of the Annual Meeting to consider the dividend and 


other business matters. (After reviewing the presentand prospec- ~~. 


tive earnings of the Company, as well as its cash resources.and 
requirements, the Board of Directors subsequently increased the 
regular quarterly dividend from $.65 a share to $.75 a shareand 
declared a two-for-one split of the Common stock.) ' 

In answer to a question from Mrs. Julia-Rosenblum as'to the 
extent of our participation in civic, educational and community 
affairs, Mr. Biaggini responded that this is an activity which the 
Company strongly supports. Many of its employees are engaged in 
awide variety of community volunteer programs; ranging from 
Scouting, United Way drives and Junior Achievement workshops 
to participation in cultural and local school and hospital activities: 
The Company also has long-established contribution programs, 
which are expected to increase as the economy prospers and are’ 
designed to support private.colléges'and United Way campaigns, ° 
primarily in the western and southwestern sections of the country. 

Mr. Richard Whittier asked if Pacific Fruit Express Company: 
(PFE) was'still operating. Mr. Biaggini said'that in‘ April ‘1978 the 
Company and Union Pacific; which were co-owners for many years 
of PFE, a refrigerator cat company, split up the assets and oper- 


_ ations of PFE. Southern Pacific retained thé name,‘and ‘PFE is 


now operating refrigerator car services for Southérn Pacific and is 
supplying refrigerator cars for the transportation of perishable 


‘foodstuffs from the producing areas of Oregon; California, 


and Texas to markets ii in the midwestern and eastern areas f the 2 
‘country. 


‘Robert Krebs, President, . 


‘Southern Pacific Trans. 


*“<portation Company, is inter.’ 


viewed by Ripley Watson I, 
a reporter for the New-York °: 


Journal of Commer 


Directors Jack S.'Parker 
(right) and Stephen D. 
Bechtel, Jn, ‘confer prior 
to the meeting. : 


‘Stockholder ‘ann Reiss of: 
“New-York City.was one of- 
“several interested persons’ 
“who posed questions from 
“the floor’. 


Director Michael A ‘Morphy 5 


“right, makes a point with’ 

‘Paul Kelley, an‘ analyst-with 
“the Lexington Research 
Fund. 


‘Director Richard K. Miller 
“hats with stockholder 


‘Jeannette Killian of New’ 
“York City. 


After expressing her high regard for the caliber of Southern ? 
Pacific’s directors, Mrs. Ann Reiss questioned the advisability of © 
having pérsons as directors who also‘hold memberships on'the 
Boards of several other: companies, as this additional call on their. 


‘services could impinge on the time they are able to devote to the 
- Company's affairs: Mr. Biaggini said that it had been his expel 
“ encé, and it was ‘certainly true of the members of the Company's ~~; 


board, that they do not tindertake such responsibilities unless they 


‘can provide the necessary'‘amount of time to contribute to the 


affairs of companiés on which they serve: Memberships on the 
‘boards of different. companies broaden a director's perspective and 
knowledge in business and financial-‘mattérs, and such experience 
and participation in a number of affairs are of substantial benefit to 
a company such’as Southern Pacific with its many diversified acti 
ities: He added that any member who found the duties tobe too’ 
burdensome would clearly make the proper decision in‘relation to 
his or her. responsibility to the stockholders, and either fe our ! 


board or reduce some other activity, 


Several stockholders commented on the sale of the communi. 
cations companies ‘and inquired as'to the future direction of the 


Company: Mr. Biaggini reiterated what he had said éarlier that the : 


Company had many options available, including teduction of debt, 
investment in other parts of the Company’s activities, and acquisi- 
tion of other businesses. The funds from the sale will also provide 
the Company with an additiorial source of:cash flow when they are - 
invested and reinvested in marketable securities while various”: 


options are explored in depth::He indicated that further emphasis ~~ 


would be given to the development of our lands and natural 
resources. Its also the Company's intention to keep abréast and 


“informed of activites in the railroad merger situation so as to be 
ina position to take any action necessary to maintain its compet é 


tive position. 


‘Dividend and Stock Split. : 
At its meeting, after conclusion of.the Stockholders’ Meeting the 


Board of Directors declared a $:75 per share cash dividend anda 


two-for-one split of the Common stock which would be effected by’... 


a stock distribution: The cash ‘dividend was payable on‘June 20, * 
1983, to stockholders of récord at the close of business on May 31, 
1983. New-certificates for the additional share were mailed on or: 
about June 30, 1983, to holders of record at the close of-business » 
on May 31/1983 


‘Was not paid on'the shares issued inconnect 


‘the $.65 per share quarterly cash dividend previously paid by 


Company. The cash dividend, which wasp: id-on June20, 198. 

th, the stock.’ 
distribution. Based on the number of shares outstanding after th 
‘stock. distribution, such cash dividend: plauld b equal 0:$:374 
ashare. “ 


Directors and Officers Present 


The following Directors and Officers of the Company were in atten. 


dance: Directors: Stephen D-Bechtel, Jr, Benjamin F. Biagg 


Paul L; Davies, Jr; Alan C. Furth, Harold J. Haynes; Ellison 
Hazard, Edmund W. Littlefield; Denman XK: McNear, riay Mille 
Richard K. Miller, Michael A: Morphy, Henry T. Mudd, George B. 
Munroe, Jack S, Parker, Rocco C. Sicilian and Kathryn De: 
Wriston. -: 

Officers: Robet J McLean, Executive ce. resi 


: President: aiid General Counsel; : 


Controller; Robert W. Taggart, 
Relations; Wiley N-Jonés; 
Reélatioris (Washington, D. 


ern Pacific T vansportation Company—R:D- Krebs, Pre: 
Jack P. oe Senior Vice-President: Marketing id ae £ 


C.: Gus Grant, Vice Chairman and D:E. Pilz, Pa eside: 
Motor. Tae Compaiy 2D. DeMoss, Chi 


i present, 


tine began i the 
ioaked at ways to tap therich coal 


araivone 's remote Black Mesa région to generate lectricity for 


the growing citiés of the Southwest-and Southern California. 
| Black Mesa’s coal lay in thick Seams near the surface. ‘but the 
val fields ¥ were.on a high plateau far removed from railroad and = 
ighway systems:-There existed nu practical way to ‘move 1] ’ 


“Mesa’s Coal:to one of its main customers’ the plarined. Mohave™ 
erating Station to be located 273 miles to the-we 
-Enter Southiern Pe cane s pipeline engineers, who. gs 


_ i boiler. 
“To the-surprise of some skeptic Southern Pacific put ip’ $4 
-million'and built the Slur ine over Nosthern Aticene difficult 


sselectri $ re. Sthe power, “saat ownel 


ited it with thane equipment to'rec cive and dry out the c 
slurr for nie a Abe otherend, 


7 ong di tances 


“You could set upa card table over-our beh 
its Jength and play-bridge “and your vould never 
‘feet/-says John G: 


The coal makes its quiet; Giaionnientlly benig journ from 


‘the'mine to the power plant in ‘about thrée days.:The buried pipe is. 


Sinches in diaméter for all hut‘the'l 13 mil ofits length- 


where it narrows 10:12 inches. 


: ithough the Black Mesa Pipeline i imple inconcept;it 
Ssuiccessful operati depe 1s on‘careful handling 0 contain: 


: coal a day move, through: ; 
‘Soiithern Pacific’s Blac 


“coal arrities by conveyor 


at the pipeline rae at 
hayenta, Ariz; also 's 


z sapperbitchident of Blac. 


Kayenta: Shirry Prep: 
aration plant ‘chek a 
coal entering Black Mesa’s 
bins fromthe adjoinin 


body Coal Company facility. 
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At top left, a torrent of coal 
slurry mixture pours out of 
arod mill at Kayenta, in- 
spected by operator Frank 
Todachine, left, and John 
Montfort, Black Mesa Pipe- 
line vice president and 
general manager. 


The rod mills at Kayenta, at 
left below, are massive ma- 

chines to grind the coal toa 
fine consistency for slurry. 


Al far left below, operator- 
repairman Robert Begay 
monitors the control con- 
sole of the Kayenta Slurry 
Preparation plant. Next 
right, 1,750-horsepower 
pumps at Gray Mountain, 
Ariz,, push the coal slurry 
through the pipeline. 


At bottom left, the Mohave 
Generating Station in South- 
ern Nevada takes the slurry 
from huge holding tanks, 
dries out the coal and burns 


complexities not faced by conventional pipeline operators. 

At the line's origin near Kayenta, Peabody Coal Co. delivers 
the freshly mined coal in chunks sized at two inches or less to the 
pipeline's Slurry Preparation Plant. There, the coal is first ground 
down in “cagemills” to three-eighths-inch size. Next, itis ground 
down to black sugar in a set of huge rotating mills filled with 160 
tons of steel grinding rods each. 

During the rod mill grinding, water is added to the coal to form 
slurry—but it’s not ready for the pipeline until technicians make 
sure the mixture is just right, at 48% coal and 52% water. 

If the mixture contains too much coal, the heavy slurry may 
settle to the bottom of the pipeline. Or, if the mixture carries coal 
granules that are too big, the pipe could be worn away from the 
inside. A mixture too fine or too thin, on the other hand, causes 
problems in drying out the coal at the power plant. 

A round-the-clock crew at the Kayenta plant constantly 
tests samples of the slurry to make sure the mixture is perfect. 
Meanwhile, a console operator at Kayenta controls the pipeline 
machinery that keeps the carefully tested slurry moving through 
the line at a steady pace of four miles an hour. 

The Kayenta operator has remote control of the line’s four 
pump stations—at Black Mesa, Gray Mountain, Williams and 
Seligman—where specially built, 1,750-horsepower pumps keep 
the slurry moving up and down tortuous terrain to its destination. 

Many of Black Mesa Pipeline’s highly skilled employees 
performing these tasks are Navajo and Hopi Indians, drawn from 
the local labor force on Indian lands where the coal is mined and 


TRANSPORTATION COMPANY LAUNCHES 
900-MILE, THREE-YEAR RAIL PROGRAM 


Southern Pacific will install new rail on 900 miles of its busiest main-line tracks in the next three years. The $200 
million program, which began in July, will include laying new rail in Southern California, Arizona, New Mexico and 


Texas. The picture shows SP’s main line near Picacho Peak, Ariz., northwest of Tucson. 
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it at JO tons a minute to pro. _ made into slurry. The line’s work force numbers 56 to man the Southern Pacific Transportation Company has launched tamper-liners that will make raising, tamping and lining 


duce electricity. Kayenta plant, the three outlying pump stations and administrative an impressive new rail program that will stretch over three _ track fully automatic and much more accurate. 
° headquarters in Flagstaff. years and 900 miles of main line, involve hundreds of A tamper is a large machine, equipped with hand-like 
In the extreme southern tip of Nevada, the result of Black Mesa workers and cost more than $200 million. devices on either side that force rock and ballast under 
Pipeline’s unique transportation job is seen where fresh slurry Mike Mohan, vice president-maintenance, says this the ties for proper support of the rail. fas ‘ 
pours into huge holding tanks at the Mohave Generating Station. is the largest single rail program at SP in more than “These new tampers are equipped with laser beams Southern Pacific Bulletin 


two decades. “This is a firm commitment to the railroad which help the tamper operator align a 2,000-foot Volume 67, Number 4 
business and part of our continuing program to provide segment of tangent track to within one-eighth inch July/August 1983 
the highest possible quality of service to our freight accuracy,” Murdock says. “These are high-speed, state-of- 


The slurry is pumped from those tanks and then heated, spun 
in centrifuges, heated again and then pulverized to coal powder to 
be sprayed into the plant’s boilers at ten tons a minute. The 


generating station's electrical output crackles over long trans- shippers,” Mohan says. “Southern Pacific is determined the-art pieces of equipment.” ROBERT B. HOPPE 
mission lines to Los Angeles, Las Vegas and Phoenix. to remain competitive.” Even with this sophisticated equipment, Murdock says Editor 
The hundreds of business and transportation experts and Work began July 1 and plans call for 156 track-miles SP will hire some 400 persons this summer to work on the NATALIA ALLEN 


of new 136-pound rail—that means each yard weighs rail and tie programs. 
136 pounds—to be laid this year, 300 miles next year, The proposed tie program, separate from the new rail 
300 miles in 1985 and 150 miles during the first six project, also has some impressive numbers: 7.5 million 


months of 1986, (Already on the drawing board this year ties will be installed between now and 1986 at various 


foreign dignitaries who have visited Black Mesa over the years have 
all looked at its success with one big question in mind: 

Could more Black Mesa Pipelines be built to provide clean, 
efficient coal transportation? 


Assistant Editor 


EDITORIAL OFFICE 
Southern Pacific Building 


“Here at Black Mesa, we had a special opportunity,” says were plans for 100 track-miles of new rail, so the total in locations around the 14-state system, mostly on primary One Market Plazs 
Montfort. "A successful coal slurry project requires just such a 1983 will be 250 miles.) main lines. San ances CA 94105 
special opportunity situation.” The new rail, commonly used on high density fines A third track-related project contemplates the (415) 541-1656 

In most cases, the favorable economics of moving coal by and with a life span of between 30 and 35 years, will be installation of almost 800 miles of recycled second-hand 


Published in San Francisco by the 
Public Relations Department for 
active and retired employees. This 
special issue, containing the 


laid this year at various locations between Beaumont and rail scheduled during the next 314 years. 
Indio, Calif., and between Tucson and Tucumcari, N.M. These three projects are examples of the kind 
Next year most of the new rail will be laid at locations of long-term planning that is the touchstone of SP’s 


unit train over existing railroad systems rules out the big capital 
investment needed to build a slurry line from scratch. 
But on a case-by-case basis, there will be the “special 


opportunity situations” Montfort describes where economics, between Flatonia, Tex., and Colton, Calif. management philosophy, Mohan says. They should not be Quarterly Report (beginning on 
terrain and routing will combine to make a slurry pipeline the Gerry Murdock, engineer-maintenance of way, says confused, however, with continuing capital improvement page 3) and the report on the 
logical method of moving coal. “We are actually getting two kinds of 136-pound rail. projects such as rehabilitation of yards, extensions of Company's Annual Meeting 

That's very much in keeping with Southern Pacific's long- Three hundred miles will be heat-treated curve rail. sidings, and installation of Centralized Traffic Control. tbegins page 14), is also being sent 
standing philosophy that each mode of transportation has its own Since curves receive very heavy wear, the rail must be “Part of the challenge to the railroad industry during to Southern Pacific stockholders, 
advantages, and its own limitations. The choice among them harder to last longer. The remaining 600 miles will be a prolonged national recession is to maintain its physical Member: Association of Railroad 
should be made in the free marketplace. intermediate strength rail for tangent (straight) track. plant to handle the upswing in business when it comes,” Editors and International 

As these opportunities to develop new coal slurry lines arise, We will begin laying this at Beaumont on August 1.” Mohan said. “We are building for the future at Southern Association of Business 
Southern Pacific will be ready to play a role in developing them. SP also will take delivery this year of 32 large ballast Pacific.” Communicators. 


Sprinting across the Kansas plains is Southern Pacific's Blue Streak Mer- 
chandise, one of America’s fastest long-distance freight trains, en route 
from St. Louis to Los Angeles with time-sensitive intermodal cargo, Since 
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Quarterly Message to Stockholders 

See page 3. 

Summary of Annual Stockholders Meeting 
See page 14. 


early this year, Southern Pacific trains have been operating on this 400- 
mile shorter route between the St. Louis gateway and the West Coast. An 
article on the train begins on page 5. 
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